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HOUSE BI LL 3131

St ate of WAshi ngt on 590th Legislature 2006 Regul ar Session
By Representatives Jarrett, dibborn, N xon, Dunn and Morrel

Read first time 01/23/2006. Referred to Conmttee on Technol ogy,
Ener gy & Conmuni cati ons.

AN ACT Relating to tax incentives for renewable energy; anending
RCW 82. 16. 010 and 82. 16. 020; addi ng a new section to chapter 82.08 RCW
adding a new section to chapter 82.12 RCW adding a new section to
chapter 82.29A RCW adding a new section to chapter 84.36 RCW adding
a new section to chapter 82.16 RCW adding a new section to chapter
82.32 RCW creating new sections; and providing an effective date.

BE | T ENACTED BY THE LEGQ SLATURE OF THE STATE OF WASHI NGTON:

NEW SECTION. Sec. 1. It is the intent of the legislature to
establish a goal of encouraging the construction and devel opnent of
renewabl e energy resource facilities in the state of Washi ngton to neet
i ncreasing demand for affordable and reliable electricity.

Sec. 2. RCWS82.16.010 and 1996 ¢ 150 s 1 are each anmended to read
as follows:

For the purposes of this chapter, unless otherw se required by the
cont ext :

(1) "Railroad business" neans the business of operating any
rail road, by whatever power operated, for public use in the conveyance
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of persons or property for hire. It shall not, however, include any
busi ness herein defined as an urban transportati on business.

(2) "Express business" neans the business of carrying property for
public hire on the line of any commobn carrier operated in this state,
when such common carrier is not owned or | eased by the person engagi ng
i n such business.

(3) "Railroad car business" nmeans the business of operating stock
cars, furniture cars, refrigerator cars, fruit cars, poultry cars, tank
cars, sleeping cars, parlor cars, buffet cars, tourist cars, or any
ot her kinds of cars used for transportation of property or persons upon
the line of any railroad operated in this state when such railroad is
not owned or | eased by the person engaging in such business.

(4) "Water distribution business" neans the business of operating
a plant or systemfor the distribution of water for hire or sale.

(5) "Light and power business" neans the business of operating a
plant or system for the generation, production or distribution of
electrical energy for hire or sale and/or for the wheeling of
electricity for others.

(6) "Telegraph Dbusiness" neans the business of affording
t el egraphi c communi cation for hire.

(7) "Gas distribution business" neans the business of operating a
pl ant or systemfor the production or distribution for hire or sale of
gas, whet her manufactured or natural.

(8) "Mdtor transportation business” neans the business (except
urban transportation business) of operating any notor propelled vehicle
by which persons or property of others are conveyed for hire, and
includes, but is not limted to, the operation of any notor propelled
vehicle as an auto transportati on conpany (except urban transportation
busi ness), comon carrier or contract carrier as defined by RCW
81.68.010 and 81.80.010: PROVI DED, That "notor transportation
busi ness" shall not nmean or include the transportation of |ogs or other
forest products exclusively upon private roads or private hi ghways.

(9) "Urban transportati on busi ness" neans the business of operating
any vehicle for public use in the conveyance of persons or property for
hire, insofar as (a) operating entirely within the corporate limts of
any city or town, or within five mles of the corporate limts thereof,
or (b) operating entirely wthin and between cities and towns whose
corporate limts are not nore than five mles apart or within five
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mles of the corporate limts of either thereof. |Included herein, but
without limting the scope hereof, is the business of operating
passenger vehicles of every type and also the business of operating
cartage, pickup, or delivery services, including in such services the
collection and distribution of property arriving fromor destined to a
point within or wthout the state, whether or not such collection or
distribution be nade by the person performng a local or interstate
I i ne-haul of such property.

(10) "Public service business" neans any of the businesses defined
in subdivisions (1), (2), (3), (4), (5, (6), (7), (8, and (9) or any
busi ness subject to control by the state, or having the powers of
em nent domain and the duties incident thereto, or any business
hereafter declared by the legislature to be of a public service nature,
except telephone business as defined in RCW 82.04.065 and | ow | evel
radi oactive waste site operating conpanies as redefined in RCW

81. 04. 010. It includes, anong others, wthout limting the scope
her eof : Airpl ane transportation, boom dock, ferry, pipe line, tol
bridge, toll | ogging road, water transportation and wharf busi nesses.

(11) "Tugboat business" neans the business of operating tugboats,
t owboats, wharf boats or simlar vessels in the tow ng or pushing of
vessel s, barges or rafts for hire.

(12) "Goss inconme" neans the val ue proceeding or accruing fromthe
performance of the particular public service or transportation business
i nvolved, including operations incidental thereto, but wthout any
deduction on account of the cost of the comodity furnished or sold,
the cost of materials used, |abor costs, interest, discount, delivery
costs, taxes, or any other expense whatsoever paid or accrued and
wi t hout any deduction on account of | osses.

(13) The nmeaning attributed, in chapter 82.04 RCW to the term"tax
year," "person," "val ue proceeding or accruing," "business," "engaging
in business,” "in this state,” "within this state,” "cash discount” and
"successor" shall apply equally in the provisions of this chapter.

(14) "Renewable resource facility" nmeans an electric generation
facility fueled by: (a) Water; (b) wind; (c) solar energy; (d)
geot hermal enerqgy; (e) landfill gas; (f) bionmass energy based on ani nal
waste or solid organic fuels fromwod, forest, or field residues, or
dedi cated energy crops that do not include wood pieces that have been
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treat ed with chem cal preservati ves such as creosot e,
pent achl or ophenol , or copper-chrone-arsenic; (qg) wave or tidal power:
(h) gas fromsewage treatnent facilities; or (i) municipal solid waste.

Sec. 3. RCWB82.16.020 and 1996 c¢ 150 s 2 are each anended to read
as follows:

(1) There is levied and there shall be collected fromevery person
a tax for the act or privilege of engaging within this state in any one
or nore of the businesses herein nentioned. The tax shall be equal to
the gross incone of the business, multiplied by the rate set out after
t he busi ness, as foll ows:

(a) Express, sewerage collection, and tel egraph busi nesses: Three
and si x-tenths percent;

(b) Light and power business: Three and sixty-two one-hundredths
percent except, for incone fromthe sale of electricity produced at a
renewabl e resource facility, two and two-tenths percent;

(c) Gas distribution business: Three and six-tenths percent;

(d) Urban transportation business: Six-tenths of one percent;

(e) Vessels wunder sixty-five feet in length, except tugboats,
operating upon the waters within the state: Six-tenths of one percent;

(f) Mdttor transportation, railroad, railroad car, and tugboat
busi nesses, and all public service businesses other than ones nenti oned
above: One and eight-tenths of one percent;

(g) Water distribution business: Four and seven-tenths percent.

(2) An additional tax is inposed equal to the rate specified in RCW
82.02.030 nultiplied by the tax payable under subsection (1) of this
section.

(3) Twenty percent of the noneys collected under subsection (1) of
this section on water distribution businesses and sixty percent of the
nmoneys collected under subsection (1) of this section on sewerage
col l ection businesses shall be deposited in the public works assistance
account created in RCW43. 155. 050.

NEW SECTION. Sec. 4. A new section is added to chapter 82.08 RCW
to read as foll ows:

(1) The tax levied by RCW82.08. 020 does not apply to charges made
for | abor and services rendered in respect to the constructing of new
renewabl e resource facilities, to sales of tangible personal property
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that will be incorporated as an ingredient or conponent of such
facilities during the course of the constructing, or to |abor and
services rendered in respect to installing, during the course of
constructing, building fixtures. The exenption is available only when
t he buyer provides the seller with an exenption certificate in a form
and manner prescribed by the departnent. The seller shall retain a
copy of the certificate for the seller's files.

(2) No application is necessary for the tax exenption in this
section. A person taking the exenption under this section is subject
to all the requirenents of chapter 82.32 RCW In addition, the person
must report as required in section 9 of this act.

(3) The exenption in this section only applies to buildings, or
parts of buildings, that are used exclusively in the production of
electricity.

(4) For the purposes of this section, "renewable resource facility"
has the neaning provided in RCW82. 16. 010.

NEW SECTION. Sec. 5. A new section is added to chapter 82.12 RCW
to read as foll ows:

(1) The provisions of this chapter do not apply with respect to the
use of tangible personal property that will be incorporated as an
i ngredi ent or conponent of new renewable resource facilities, during
the course of constructing such facilities, or to |labor and services
rendered in respect to installing, during the course of constructing,
buil di ng fixtures.

(2) The eligibility requirenments, conditions, and definitions in
section 4 of this act apply to this section.

(3) For the purposes of this section, "renewable resource facility"
has the nmeaning provided in RCW 82. 16. 010.

NEW SECTION. Sec. 6. A new section is added to chapter 82.29A RCW
to read as foll ows:

(1) Al leasehold interests in renewable resource facilities exenpt
fromtax under sections 4 and 5 of this act and used exclusively for
the production of electricity are exenpt fromtax under this chapter.
A person taking the credit under section 8 of this act is not eligible
for the exenption under this section.
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(2) In addition to all other requirenments under this title, a
person taking the exenption under this section nust report as required
in section 9 of this act.

(3) For the purposes of this section, "renewable resource facility"
has the neaning provided in RCW82. 16. 010.

NEW SECTION. Sec. 7. A new section is added to chapter 84.36 RCW
to read as foll ows:

(1) Al buildings, machinery, equipnent, and other personal
property of a | essee of a renewable resource facility exenpt fromtax
under sections 4 and 5 of this act are exenpt from property taxation if
the buil dings, machinery, equipnment, and other personal property are
used exclusively for the production of electricity. A person taking
the credit wunder section 8 of this act is not eligible for the
exenption under this section.

(2) In addition to all other requirenments under this title, a
person taking the exenption under this section nust report as required
in section 9 of this act.

(3) Cainms for exenption authorized by this section shall be filed
with the county assessor on forns prescribed by the departnent and

furnished by the assessor. The assessor shall verify and approve
clainse as the assessor determnes to be justified and in accordance
with this section. The departnment may adopt rules, under the

provi sions of chapter 34.05 RCW as necessary to properly adm nister
this section.

(4) For the purposes of this section, "renewable resource facility"
has the nmeaning provided in RCW 82. 16. 010.

NEW SECTION. Sec. 8. A new section is added to chapter 82.16 RCW
to read as foll ows:

(1) In conmputing the tax inposed under this chapter, a credit is
al l owed for property taxes paid during the cal endar year

(2) The credit is equal to:

(a)(i) Property taxes paid on new renewable resource facilities,
and | and upon which this property is located, built after July 1, 2006,
and used exclusively for the production of electricity; or

(ii1) Property taxes attributable to an increase in assessed val ue
of the property described in (a)(i) of this subsection due to the
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renovation or expansion, after July 1, 2006, of a renewable resource
facility and the renovation or expansion is used exclusively for the
production of electricity; and

(b) Property taxes paid on machinery and equi pnent used at a new
renewabl e resource facility, used for the production of electricity,
and acquired after July 1, 2006.

(3) A person taking the credit under this section is subject to al
the requirenents of chapter 82.32 RCW A credit earned during one
cal endar year may be carried over to be credited agai nst taxes incurred
in a subsequent cal endar year, but may not be carried over a second
year. No refunds may be granted for credits under this section.

(4) In addition to all other requirenments under this title, a
person taking the credit under this section nmust report as required in
section 9 of this act.

NEW SECTION. Sec. 9. A new section is added to chapter 82.32 RCW
to read as foll ows:

(1) The legislature finds that accountability and effectiveness are
i nportant aspects of setting tax policy. In order to nake policy
choices regarding the best wuse of Iimted state resources the
| egi sl ature needs information on how a tax incentive is used.

(2)(a) A person who clainms the preferential tax rate under RCW
82.16. 020 or an exenption or credit under sections 4 through 8 of this
act shall make an annual report to the departnent detailing enploynent,
wages, and enpl oyer-provided health and retirenment benefits per job at
the site. The report shall not include nanes of enployees. The report
shall also detail enploynent by the total nunber of full-time, part-
time, and tenporary positions. The report shall also specify the
nunber of Kkilowatt-hours produced at the renewable resource facility
and the production cost per kilowatt-hour at the facility for the
twel ve nonth period covered in the annual report. The first report
filed under this subsection shall include enploynent, wage, and benefit
information for the twelve-nonth period i nmedi ately before first use of
the preferential tax rate under RCW 82.16.020 or an exenption or credit
under sections 4 through 8 of this act. The first report filed under
this subsection shall also include information about the size,
| ocation, fuel type, and generating capacity for the renewabl e resource
facility. The report is due by March 31st follow ng any year in which
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the preferential tax rate under RCW 82.16.020 or an exenption or credit
under sections 4 through 8 of this act is taken. This information is
not subject to the confidentiality provisions of RCW82.32.330 and may
be di sclosed to the public upon request.

(b) If a person fails to submt an annual report under (a) of this
subsection by the due date of the report, the departnent shall declare
the anpbunt of taxes exenpted or <credited for that vyear to be
i medi ately due and payable. Exci se taxes payable wunder this
subsection are subject to interest but not penalties, as provided under
this chapter. This information is not subject to the confidentiality
provi sions of RCW 82.32.330 and may be disclosed to the public upon
request.

(3) By Novenber 1, 2010, and by Novenber 1, 2015, the fiscal
commttees of the house of representatives and the senate, in
consultation with the departnent, shall report to the legislature on
the effectiveness of this act in regard to pronoting the construction
and devel opnent of facilities that produce electricity using renewabl e
resour ces.

(4) For the purposes of this section, "renewable resource facility"
has the nmeaning provided in RCW 82. 16. 010.

NEW SECTION. Sec. 10. Section 7 of this act applies to taxes
|l evied for collection in 2007 and thereafter.

NEW SECTION. Sec. 11. This act takes effect July 1, 2006.

~-- END ---
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